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Person to Contact:

feiephone Humber:

Refer Reply to:

Dear Sir or Madanm:

We have considernd your oppllcation for vecogniction of exewmption from Federal
income tax under section 501(c)(3) of the Internnl Revenue Code.

The ioformation gubmlttaea witl your appitcation shows that you were formed as

a nonprofit associsation or NG

Your Articles of Agsgrciation stace Zhat you ave otganizece exclusively for
canaritable and educatiocnal purposve and for the pruvention of cruelty to
chiidren 1ncluding, for such purposcs, the aaking of distributions to
organizations that gqualify for exemption uncer scection 5Ul(e)(3) of the
Latecnal Hevenue Code.

Other informacion contatned inw your appilcaetion indic-Les thel yCu are an
association of individuals providing private duy care in their homes.

You. ave indicated that those privete homes are a0l exempt from Lux.

Your primary activity involves the operation of a food purchasing cooperative
vwhereby your members muy purchase tood for use in their private day care
homes.

Other svrvices and benefits that yeu provide your members include a quarterly
newsletter and monthly flyer which «eeps members fuivimea on items of
importance affecting the 4ay care business.

You also provide a day cure exclhiange program that allows members to exchange
.day care services cn an even hour for Lour hasis.

Additionai services to members inciude 3 coupon exchange program end a tamily
feeding program for times of stvess such as an lllnras or death in the
family.

You have also indicated tlrat you will organize picnics and trips to the zoo,
museum, 2tc., for chilaeren of each provider.

Additional information submitted indicates that some of your members have
voluntecered to help other charitable orgunizations and that you have provided
enme fana ra teedy femitter at Christmas sud Baster time.
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Members »ve charged SH per month to povticipate in your programs. Members
are also required to asslat in fund-raleing sctiviries and in the pickup and
distribution of the foed.

Memborsnip is required in order co receive your mewsletter and {lyers and to
participate in your food and other progroms.

Sectior 5Ci(c) of the Code wescribes curtain organizations excmpt from
Federual income tax under gactlcen 20L(a) and reads, i part, «s follows:

(V¥ Corporations, fund, or foundation, organized and operated
exciusively for veligilous, charliable, sclentiflic, literary, or
educational purposes, or to foster netiondal or international amateur
sports competiclon (but oniy 1f wo part of ite activities involvad
the provision of athietic facilities orv equipwent), or for the
prevention of cruelty to chlldren er animale, uo pave of the nec
earrings which inwres tc tihe beneiit of any private shareholder or
fncividual, no substonti.l part of the activicies of which is
carcyinf, ot propaganda, or otherwise attenmpling, to influence
legisletion (except a8 olherwise provided in subsection (h)), and
which doos not participste {n, or intervene in (iocluding the peb—
lishing or déstributing of statements), any politicul campaign on
behadd of any cundiaare for public office.”

"(a){l; 1o order o be exewpt ss au organization desuribed in section
S0l e (), »n organtzation must be both vrgunized and operated
exclugively for one or more of the purposes speciliced in such section.
If an orgunization fails to meet oither the organizational Lest or the
operstional test, iv is vor excupt.”

"(C)iLl) kriwary sctuivities. aan ocganifzation will be regarded as
“operated exclusively” for ouc or mors exempt purpeses only lf it
engages pricarily in sccivities wnich wccomplish one or more of

such exempr purposce speclfind fn section 5C1(e)(3,. An organization
will not be so regarded if more Lhan en insubstantizl part of Lts
activities is not in fursherance of an ¢xempt purpose.”

"lo)(L)(ii) An vrgenulzation 15 vot argavleed or operated exclusively
for one or pore of rile purposas specified 1p subdivision (i) of tnis
gubperagraph unless 1t serves a pubtic rather than a private interest.
Thus, to meet the requircment of this subdivision, it is necessary for
an organization to escabilsh thet it 1s not organlzed or operated for
the benefit of privace iuterests such as deslgnated individuals, the
creator or nis family, gh~rcholders of the ovrganization, or peraons
controlled, dircculy or indirecrniy, by such private interest.”

Revenue Ruling 7:i-329, 13712 C.B. 2.4, states thet A nonprofil organization
that provides assistance in the wanegement of partlcipating exempt
organlzation's endowiment or !avistment funds queillies for exempticon under
section 50Ui(c)(3) of the Cous where tne charge for che service Is
substantially beiow cost, defined in this ca8e as vepresenting less than 15%
of the total cost of operacion.




Revenue Ruuading 72-063, 19/72-7 LoBb. <45, belud tast da crgantzation forwmed to

provide managerial and consulting services at cowrt Yo unreiated urganizations

dozs not quality for exemption urnuur sccetion Selee)(?) of the Code bucsuse

proviaing such services oo o vepuliar basig fov a foo besed on cost 18 a trade

or bugin=as ordinstily c:ryiec on for prefit angd lucks Lthe vorative clement
necesgary to egtablish the activity as charitable.

Revenue Ruling 54-0u5, 1%54-2 C.6. Xy, neld thab a corporation operated
primacily for the purpose of malutaelning « purchasing ayevey for tihe benaflt
of its ctherwise untel.ltod memosy organizations s not exempl unier gectlion
1Ci1(6) of che codes (Section LCGL{G) Ls the prrdecessor to section (¢)(3) of
tha Tooc.)

providing rentai nousing to o city for the use a6 fros (enporevy housing for

famiai2y whose Lomes DAave e 'n estrvoyea by fire was 2oL L Xempit under

Revenue Ruling 77-., 3/ Lebe i, LG Zhal o nonprolti orgnnization

section 5Di(o)(2, of the vodu. Lhat ruviing pointed out that st wos the city

1
\
rather {Lan the orgenizction that was ongszged o che charitable acuivity.

Revenue Xuilng €vy=1/5, 12070 w.ob. Lo, bola Lheo oo eyjanszar fon formed by

Patunts of pupils attenaing o privat. gehcous, tlhal prov.des gvhuol bus

traasportation for 183 moemboers chordvew serves o priviies tather than o public

Inteonsl e qoes wot qualaly {or cxoopylon cder oo sion Loge, (5 of the
Lode.

That raliag a0l ¢ thal whon o ogroup of iudividusla assoii-te oo previde a
cooparitive sy rvice for wnsmservor, chey ave arvving o privaete inteogsest. &t
wis futier aowed that by proviaing btus

reospertetlan tor gehoci chiidren,
the orgenization wag =nubolrn Lo vorticlpelanyg perents to [ultisl their

tneividuas responsibhilitscs of transperiing et codlcien Lo school. Yhug,

the orgaaization was solfviliy o polvats ool d than o pubiic (nfelesi.

o o Uese w1 1940, cle Da

in Lo co3¢ of Eetter susines:

102G, 1t was heldd chat he preseace of A pingie acnchsrieable or
nonacucstionsd purpoese, Lf substantasl i notucs, witi preciude cxemption
under section 5SUlyc;(-, of the Loge, 1regardless of tne unuber or fnport of
truiy oiiaritable 01 ecucationsl purpuses.

You aIe operattd 31miiad Lo awvenur Kubiag 3--0003 and o substantial paert of
Your SeGLlvitles Selve Privia.: puLpos— s 6 opposed oo public purpeses simidar
Lo the- organitz.otion Goescribon i Kovonue damling Gi-idl.

Furiiter, you atw= net Do, niing your seorlvices b prives gsubstantlicily below

€08l as cefined 1a Rovedus Ruitng Ji-5%ei. Rather, your feog are hased on
cost plus a membarsnip oo of SEE pLmortin.

Sincs you are providing your scrvives ot cosi to un.ciatad wmembers, your
activitlies lacd one donuiive cle@enr aooccRasry co ostablish thenm as

charitoble as wag polated out an koeveouae Ruling 74-.09.

At best, yuu o@rc Gputitad 10 o ranner sindlet 10 Kevinue Rulung 77+t whereby

it 1s the incividual homes fhat ar- 2upased 0 the cheritable or cducational
dCLiVily.
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Lvenibeugh youw muy hive sowe tvyndy charicabie activitisag such as providing
food to nnedy feamilies ab Uhristids andé Laster Lime and volvntecr help to
other exXempt ovganizations, moure tion =0 indubsiantial patt of your

ACLivities serve noncharitable or noncducationsi purposvu.

You atso indicre your LOGUGLNALOL Gravs aoney oot o0 Lne orgenizeation's
account for patsondl usc. This constacutes {nurcuenal ana prociudes cxeopt
slulils .

A8 wus poinred ont In tee Betier hustness Bureau case, Lhe prescenca of
substantial noncivaitablie ur wouducailon purposcs precluede cacnptlon under
gection 9ui(cyd) of tie Code.

Bascd on tihe obove, woe bave doteowines thar you Ju sol quatify for exemption
under suotion Doy (L) ol o th dode.

Accoccing Ol Gl Teanl e Lo Pioe b
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w1 incems Lax T luras on Form
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LE you axices wich these conciusions or o ant wish Lo {1le 4 wiilten protest,
please siyn and return Yomm 0uiv in Lhe onciesed soif-addresecd onvilope «os
Boon as pourlbav.

I you U0 not agroe wiith ooese o coldustens, you By, wichin st dovs from the

date of tnls dviter, file in dupcicate o bigct of Lhe fadcls, daw, and

Arpumdnl Lhat ool itiore U you destoo onooval

discussion of tne L3 EST ANULCale Lhes o vours protest. U enclosed
)
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if you <o not fite o protest wiin Lhas oftien Litian b days of the date of
this vupory or lawcet, 013 propeses dovertanation wild become fingl.

1f you 40 not protost fhis propeseu o teiMmiaation oo tisely nieaner, it will
be considuered by Lli: watorasl Revenue Worvicon s o faliure to abaust
available coministralive remodies.  soui on s4c0i b)Y oy nhe Julernal
Kevenue Lode provieos iu it o Lot ialatoly gudgmene of Jdoecret uncer
this secrion shell aoe b tgsue-d 10 ooy procceniay unsess the lax Court, the
Cours of Lieils, oFf Lie wiatito ' vouvy f the (rbond Siaces for the District

b

of coiunbiz, detovrmanes Lrat Uh o crponin tion fnvesvid N enbiiustve
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If this determination lctter becomes o fiual determination, we will notify
the appropriate Stute Officials, 35 requived by scctlon 6l04(c¢) of the Code,
that based on the information we have, we are unsbla to recognize you as an

organization of the type described tn Code section 501(e)(J).

Sincerely,

Vigstriet Director

Enclosures:

Form 60L&
Publicution s9.
Envelope



